traffic,   bribery,   extortion,   and   corruption   of   public
officials.

Enforcement of tax fraud statutes, for example, has
proven to be of considerable value. Many criminal vio-
lators are also dishonest in reporting income from their
illegal operations. By exposing and prosecuting this tax
fraud, IRS not only assures that the violators bear their
fair share of taxes, but also inhibits their activities as wellj
by making them less profitable.

Background

Congress established the Office of the Commissioner of
Internal Revenue by the Act of July 1, 1862 (12 Stat.
432; 26 U.S.C. 3900), giving the Commissioner the power
to assess, levy, and collect taxes and to enforce the law
through seizure and prosecution.

The Sixteenth Amendment to the Constitution, grant-
ing to the Congress the power to tax income "without
apportionment among the several States, and without
regard to any census or enumeration," became effective on
February 25, 1913. Congress promptly passed the Reve-
nue Act of 1913, enacted on October 3, 1913, imposing
taxes on incomes of both individuals and corporations.

Tax code. Current Federal tax laws are codified in Title
26 of the United States Code, commonly referred to as the
Internal Revenue Code.

The Code provides for criminal sanctions, including
imprisonments and fines for serious violations, as well as
for civil penalties for lesser infractions or failures.

Under provisions of the Internal Revenue Code, IRS
promulgates regulations that have 'the force of law.

Criminal prosecution and civil litigation to enforce
Federal tax law and IRS regulations are responsibilities
of the Tax Division of the Department of Justice.

Revenues. Revenue for the operation of the Federal
Government and for its financial assistance to the States
is derived largely from individual and corporate income
taxes. Other major sources are excise, estate, gift, and em-
ployment taxes.

Congress determines which tax revenues are deposited
in the Treasury and are available for paying the public
obligations of the Federal Government.

Congress also can specify that certain public moneys
are deposited in Trust Funds and are not available for
general public expenditures. The most notable example is
the Social Security Trust Fund; contributions to the Fed-
eral Insurance Contribution Act are credited by the De-
partment of the Treasury directly to the Trust Fund.

Divisions of IRS

IRS carries out its law enforcement functions through
four divisions: Intelligence; Audit; Internal Security;
and Alcohol, Tobacco, and Firearms,1

Intelligence. The Intelligence Division investigates pos-
sible criminal violations of most tax laws, including in-
come, excise, estate, gift, and employment tax statutes

^Effective July 1, 1972, the Alcohol, Tobacco, and Firearms
Division became a full Treasury Bureau under the direct super-
vision of the Assistant Secretary (Enforcement, Tariff and Trade
Affairs, and Operations). All policy direction was assumed on
March 8, 1972.                             !

and related statutes covering interference, aiding and
abetting, and conspiracy to violate the tax laws. The most
common offenses involved are willful attempts to evade
and defeat the tax and willful failure to file returns.
Fraud is usually the motive for the violations.

Audit. The Audit Division examines returns and support-
ing records for accuracy and correct reflection of tax-
able income, The issues are usually civil only, but the
Division also cooperates with the Intelligence Division in
criminal tax investigations by supplying expertise on the
technical aspects of tax law. The Audit Division also
refers cases to the Intelligence Division where it has
uncovered indications of fraud.

Internal Security, The Internal Security Division is con-
cerned with the integrity, honesty, and conduct of IRS
employees and also with most cases of outside attempts
to corrupt or interfere with the administration of IRS.

Alcohol, Tobacco, and Firearms, The Alcohol, Tobacco,
and Firearms Division enforcement functions deal with
criminal violations relating to the production and distri-
bution of distilled spirits, wine, and malt liquor; the Gun
Control Act of 1968; the regulation of explosives; and
the arms import provisions of the Mutual Security Act
of 1954.

Intelligence Division

Violators of criminal tax laws, including those who derive
unreported income from organized crime, narcotics traffic,
bribery, extortion, and other illicit activities, face investi-
gation by the Intelligence Division of the IRS.

The Intelligence Division operates a number of law
enforcement programs, ranging from investigations of
willful noncompliance with tax laws to training sessions
for State, local, and foreign tax 'investigators,

Enforcement programs, The Intelligence Division con-
ducts two major enforcement programs.

The Special Enforcement Program is aimed at persons
engaged in illicit activities, especially organized crime
figures and middle- and upper-echelon narcotics traffickers
and dope financiers.

The Division may recommend prosecution for criminal
-violations or it may recommend the invoking of civil
sanctions against taxpayers.

The General Enforcement Program is aimed at
cases involving legitimate businesses and professional
occupations.
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